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REAL ESTATE ECONOMISTS, APPRAISERS AND COUNSELORS 


Two characteristics continue to dominate the 
REAL ESTATE ACTIVITY real estate market. One is a fair degree of sta- 

bility and the other is harder selling. In other 
words, real estate activity is holding up very well over most of the country, 
but brokers are having to work harder. 


The November reading of our national real estate activity index was 13.2 
points above normal, compared with 13.5 in October and 19.0 at the beginning 
of the year. Naturally, this slow drop has not afflicted all cities. 


There have been some cities where activity has been on the rise during all 
of 1955. Some of them are Allentown, Duluth, Flint, Kansas City (Missouri), 
Los Angeles, San Diego, and Youngstown. Some of the cities where the reported 
number of sales have indicated falling activity in 1955 are Waterbury, San Antonio, 
Denver, Evansville, Minneapolis, Tacoma, Seattle, Columbus, and Louisville. 


As is our custom, we will devote the January issue of the Trends Bulletin to 
a summary of Roy Wenzlick’s forecasts for 1956. In the January Bulletin we will 
cover the various factors affecting the real estate industry and will give you an 
idea of what to expect for the coming year. 


During 1953 and 1954 construction costs re- 
RESIDENTIAL mained fairly stable. In that 2-year period they 
CONSTRUCTION COSTS advanced lessthan 2% according to figures 

furnished by the Department of Commerce. 
The cost of residential construction in the St. Louis area as measured by the 
Wenzlick six typical buildings advanced 3. 6% from 1953 through 1954. 


However, during 1955 they rose more rapidly than at any time in the recent 
past. Residential building costs in the St. Louis area increased 3.7%, or about 
twice as fast as their annual increase during 1953-1954. The cost data furnished 
by the Department of Commerce showed a rise of 4% in cost of major types of 
construction (from September 1954 to September 1955). 


Naturally, some of this increase has resulted from rising wages in the build- 
ing trades. Perhaps the greater part, however, has come from higher prices of 
building materials. The wholesale price index of building materials rose 6.1% 
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INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
December 1955 


SLX-ROOM BRICK HOUSE 
(FRAME INTERIOR)* 
Content: 23, 100 cubic feet 
1,520 square feet 

Cost 1939: $ 6, 400 

(27. 7¢ per cubic foot; $ 4.21 per square foot) 
Cost today: $17,971 

(77. 8¢ per cubic foot; $11.82 per square foot) 
NCREASE OVER 1939 = 180. 8% 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1, 165 square feet 

Cost 1939: $ 5,440 

(21. 8¢ per cubic foot; $ 4.67 per square foot) 
Cost today: $15, 554 

(62. 4¢ per cubic foot; $13.35 per square foot) 
INCREASE OVER 1939 = 185. 9% 


SIX-ROOM FRAME HOUSE* 

Content: 24, 288 cubic feet 

1, 650 square feet 

Cost 1939: $ 5, 671 

(23.4¢ per cubic foot; $ 3.44 per square foot) 
Cost today: $17, 225 

(70.9¢ per cubic foot; $10.44 per square foot) 
INCREASE OVER 1939 = 203. 7% 


6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 


Cost 1939: $3, 392 

(28.0¢ per cubic foot; $3.42 per square foot) 
Cost today: $9, 697 

(80.0¢ per cubic foot; $9.78 per square foot) 
INCREASE OVER 1939 = 185.9% 


*Costs include full basement. 




















from September 1954 through October 1955, with about two-thirds of the increase 
coming in the last 6 months. These price increases have, in turn, resulted from 
wage increases to steel workers and higher wages in the lumber industry and other 
building material producers. 


Among major building materials, wholesale prices have recorded the follow- 
ing increases during the September 1954-September 1955 period: asphalt roofing, 
up 10%; structural metal shapes and plumbing equipment, up 8% each; and 
lumber, up 7%. Other major lines increased by smaller amounts. There were 
two major lines that recorded price drops - millwork prices fell off 2%, and in- 
sulating material prices declined 3%. 


New nonfarm residential construction took 
RESIDENTIAL another step toward completing its second-best 
CONSTRUCTION VOLUME year. Preliminary estimates place November’s 

construction at 90,000 starts. This is 13,600 
units below last November, but brings 1955 first 11-month production to 1, 251, 300 
units, or 11% ahead of the similar period in 1954. 


The FHA has released some rather interesting figures on property values 
and buyers’ incomes. The figures are based on information taken from loan 
applications for one-family houses under section 203. They include only trans- 
actions that were actually insured and cover the 1949-1954 period. 


During this period the average property value on new homes (section 203) 
rose from $8, 502 to $10,678. The trend was the same on existing homes, but 
the pitch was a little higher. They started at $8, 700 in 1949 and moved up to 
$11,549 in 1954. These figures indicate that the average value of new houses 
rose 25.6% during 1949-1954, while the average value of existing houses rose 
32.8%. Therefore, the existing house not only had a higher average value in 
1949, but enjoyed a more rapid increase in value during the following 5 years. 


Comparison between the mortgagor’s income and his monthly housing ex- 
pense was also interesting. In 1949 the annual income of the average 203 mort- 
gagor on new homes was 4. 2 times his annual housing expense. In 1954 it was 
4.8 times his annual housing expense. Insofar as existing homes are concerned, 
the average mortgagor’s income was 4.5 times his housing expense in 1949 and 
4.9 times his housing expense in 1954. Thus it seems that rapidly rising in- 
comes have been giving 203 loans a margin of safety not reflected in FHA’s over- 
all lending policy. It will be interesting to see these figures for 1955. 


The trend toward larger houses is confirmed by the number of bedrooms in 
new houses financed under section 203. In 1951, 54% of all new houses had only 
two bedrooms, while 45% had three. By 1954, only 29% of the new houses had two 
bedrooms, while 65% hadthree. In this same short period, the percentage of new 
houses with four bedrooms rose from 1.1% to 5.6%. Larger floor areas in the 

(cont. on page 580) 
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INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
December 1955 











COMMERCIAL BUILDING - NO BASEMENT 
Content: 115, 850 cubic feet 
8,075 square feet 

Cost 1939: $22,726 

(19.6¢ per cubic foot; $2.82 per square foot) 
Cost today: $64, 182 

(55. 4¢ per cubic foot; $7.95 per square foot) 
INCREASE OVER 1939 = 182. 4% 


18-FAMILY BRICK APARTMENT 
(FRAME INTERIOR)* 
Content: 168, 385 cubic feet 
13, 260 square feet 
Cost 1939: $ 60,300 
(35. 8¢ per cubic foot; $ 4.55 per sq. ft.) 
Cost today: $171, 677 
($1.02 per cubic foot; $12.95 per sq. ft.) 
INCREASE OVER 1939 = 184. T% 








30-UNIT REINFORCED 
CONCRETE APARTMENT * 
Content: 303, 534 cubic feet 

21, 372 square feet 

Cost 1939: $135, 000 

(44. 5¢ per cubic foot; $ 6.33 per sq. ft.) 
Cost today: $364, 673 

($1.20 per cubic foot; $17.06 per sq. ft.) 
INCREASE OVER 1939 = 170. 1% 


*Costs include full basement. 
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new houses are also revealed by the FHA figures. In 1951, the average 203 new 
house had 841 square feet, and in 1954 it had 961 square feet. Thus, the higher 
values of homes financed under section 203 resulted at least partly from the fact 
that larger homes were being purchased. 


The table shown below is made up of the aver- 
INTEREST RATES age rates of recorded loans in 12 principal cit- 

ies. These rates are taken from the face of the 
mortgage and, therefore, do not reflect the points the borrower had to pay to get 
the loan. In addition, there is a lag between the time the loan is negotiated and 
the time the mortgage is recorded. 


AVERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 12 MAJOR CITIES OF THE UNITED STATES 


Jan. °54 . 187% Apr. ’55 
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